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Introductory. 

The  New  Zealand  Government  Life  Insurance  Department  was 
established  in  the  year  1869,  at  the  instance  of  the  late  Sir  Julius 
Vogel,  who  tabled  a motion  in  the  House  of  Representatives  recom- 
mending the  Government  to  introduce  a measure  which  would 
create  a special  department  of  the  State  for  the  purpose  of  insuring, 
and  granting  annuities  on,  the  lives  of  such  people  as  desired  to 
avail  themselves  of  the  guarantee  of  the  colony,  in  addition  to  the 
or'dinary  security  provided  by  the  funds  of  a life  office.  This  motion 
was  supported  by  the  Hon.  Sir  John  Hall,  at  that  time  Postmaster- 
General,  and  was  duly  carried,  I believe,  unanimously.  In  the  same 
year  there  was  a change  of  Government,  and  Sir  Julius — who  had 
in  the  meantime  become  a Minister  of  the  Crown — introduced  a Bill 
which  gave  practical  effect  to  the  motion,  the  adoption  of  which  he 
had  already  secured. 

Synopsis  of  the  Laws  of  the  Colony  regulating  the 
Department. 

Since  that  time  there  have  been  several  amendments  of  the  law, 
as  might  naturally  be  expected  from  the  evolution  of  the  business. 
It  will  be  unnecessary  for  me  to  specify  the  various  amendments, 

and  I shall  therefore  only  give  a brief  synopsis  of  the  constitution  of 
l 


2 


the  department,  according  to  the  Acts  regulating  the  department’s 
affairs  at  fhe  present  time. 

The  management  of  the  department  is  vested  in  an  officer  called 
“ The  Government  Insurance  Commissioner,”  who  is  appointed  by 
the  Governor  on  the  recommendation  of  the  Ministry  of  the  day, 
and  is  a member  of  the  ordinary  Civil  Service -of  the  colony,  holding 
office  in  the  same  manner  as  other  Civil  servants.  In  order  to  pre- 
vent any  deadlock,  the  Governor  may  appoint  a deputy  to  act  in 
the  case  of  the  absence,  illness,  or  other  temporary  incapacity  of 
the  Commissioner.  The  Government  Insurance  Commissioner  has 
power  to  enter  into  any  contracts  for  annuities,  and  for  insurance 
of  lives,  as  well  as  any  contracts  whatever  dependent  on  the  con-( 
tingencies  of  human  life,  under  such  regulations  and  in  accordance 
with  such  tables  as  shall,  from  time  to  time,  be  approved  by  the 
Governor.  The  maximum  of  insurance  on  one  life  has  been  raised 
from  time  to  time  as  the  funds  of  the  department  have  progressed. 
At  present  the  department  does  not  insure  more  than  £4,000  on  any 
one  life.  The  Commissioner  may  increase  premiums  in  proportion 
to  the  badness  or  ineligibility  of  a life,  or  he  may  decline  the  risk 
altogether.  In  all  matters  of  litigation  on  account  of  the  depart- 
ment the  Commissioner  may  sue  and  be  sued.  The  Acts  regu- 
lating the  affairs  of  the  department  provide,  however,  for  arbitration 
in  certain  cases.  If  there  are  any  disputes  between  the  Commis- 
sioner and  other  parties,  as  regards  annuities  or  death  claims,  the 
matter  may  be  referred  to  the  arbitration  of  two  disinterested  per- 
sons— one  to  be  chosen  and  appointed  by  the  Commissioner,  and 
the  other  by  the  party  with  whom  the  dispute  has  arisen.  In  the 
event  of  there  being  any  disagreement  between  the  arbitrators,  the 
matter  in  dispute  has  to  be  referred  to  an  umpire  to  be  appointed 
by  the  arbitrators  before  they  enter  upon  the  consideration  of  the 
matter  referred  to  them.  The  award  of  the  arbitrators  or  the 
umpire,  as  the  case  may  be,  is  final  and  without  appeal,  except  on  a 
point  of  law.  The  arbitrators  and  umpire  respectively  have  all  the 
powers  possessed  by  a Court  of  law  to  summon  witnesses  and 
examine  evidence,  &c.  Before  matters  are  referred  to  arbitration, 
the  Commissioner  may,  however,  require  a deposit  of  money  as 
security  for  the  costs  of  the  arbitration. 

All  moneys  payable  to  the  department  are  required  by  the  Act  to 
be  paid  into  a separate  account  at  the  bank  where  for  the  time 
being  the  Public  Account  of  the  colony  is  kept,  to  the  credit  of  an 
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account  called  the  Government  Insurance  Account,  and.  if  at  any 
time  the  moneys  standing  to  the  credit  of  that  account  should  prove 
insufficient  to  meet  the  charges  thereon,  the  deficiency  has  to  be 
made  good  out  of  the  Consolidated  Fund  of  the  colony. 

Salaries  and  expenses  of  management  are  paid  out  of  the 
Government  Insurance  Account  from  moneys  from  time  to  time 
appropriated  by  the  New  Zealand  Parliament ; but  all  payments 
under  policy  and  annuity  contracts  for  insurance,  annuities  and 
endowments,  or  for  loans  on  policies,  or  for  investments,  are  made 
out  of  the  Government  Insurance  Account  without  such  appropria- 
tion by  Parliament. 

The  department  is  subject  to  the  ordinary  State  audit  of  the 
nolony,  and  the  Government  Insurance  Account  at  the  bank  is 
operated  on  by  the  Government  Insurance  Commissioner  by 
cheque,  countersigned  by  the  Controller  and  Auditor-General  of 
the  colony. 

The  Commissioner  has  to  prepare,  for  presentation  to  Parlia- 
ment, a revenue  account  and  balance-sheet  for  the  preceding  annual 
period,  and  such  statements  of  accounts  are  accompanied  by  a report 
by  the  Commissioner  on  the  year’s  transactions.  An  actuarial  in- 
vestigation is  made  into  the  affairs  of  the  department  every  three 
years,  and  all  profits  (subject  to  suitable  reserves  being  made)  are 
then  divided  amongst  the  participating  policyholders. 

The  investments  of  the  department  do  nos  materially  differ  from 
those  of  an  ordinary  life  insurance  institution.  They  are  in  the 
main  confined  to  New  Zealand  Government  securities,  loans  to  local 
bodies  (municipal  corporations  and  the  like,)  secured  by  special  rate, 
Qoans  to  policyholders  on  the  security  of  their  policies,  limited  to 

per  cent,  of  the  surrender  value,  and  loans  on  mortgage  of  real 
ooestate,  the  last-named  not  to  exceed  three-fifths  of  the  valuation. 
Not  more  than  £10,000  can  be  lent  on  one  real-estate  security, 
nor  ipore'than  that  sum  to  any  one  person  or  company.  No  loan 
can  be  granted  to  a local  body  unless  with  the  joint  concurrence 
of  the  Board  hereinafter  mentioned  and  the  Governor. 

For  the  purpose  of  controlling  and  managing  the  mortgage 
investments  on  land  of  the  department,  a Board  is  constituted 
consisting  of  the  Colonial  Treasurer  of  the  colony,  the  Solicitor- 
General,  the  Surveyor- General,  the  Commissioner  of  Taxes,  the 
Public  Trustee,  and  the  Government  Insurance  Commissioner.  The 
Board  must  be  unanimous  before  any  loan  on  mortgage  can  be 
granted,  and  three  members  of  the  Board  form  a quorum. 
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The  Staff  of  the  Department. 

As  already  explained,  the  statutory  duties  under  the  Acts 
regulating  the  affairs  of  the  department,  and  the  general  management 
of  the  department,  are  vested  in  the  Government  Insurance  Com- 
missioner. The  Commissioner  is  assisted  at  the  head  office  by  the 
Assistant  Commissioner  (who  also  holds  the  position  of  Deputy 
Commissioner,  the  duties  of  which  are  explained  in  my  remarks 
regarding  the  constitution  of  the  department),  the  Actuary,  the 
Secretary,  and  the  Supervisor  of  new  business.  For  all  practical 
purposes  the  staff  may  be  regarded  as  the  same  as  that  of  an  ordi- 
nary life  insurance  institution. 

For  purposes  of  control,  the  colony  is  divided  into  four  districts, 
each  of  which  is  supervised  by  an  officer  called  a District  Manager. 
Subject  to  the  control  of  the  Commissioner,  the  District  Managers 
are  responsible  for  the  management  of  their  respective  districts.  It 
is  their  duty  to  recommend  suitable  gentlemen  as  canvassing  agents, 
and  to  make  suitable  arrangements  which  will  ensure  their  districts 
being  thoroughly  canvassed.  The  District  Managers  are  paid  partly 
by  results.  They  receive  a fixed  salary,  and  a commission  on  the  net 
increase  in  the  sum  assured  by  the  policies  in  their  respective  dis- 
tricts. Such  net  increase  is  arrived  at  by  deducting  the  sum  assured 
under  the  policies  which  have  become  void  by  death,  lapse,  sur- 
render, &c.,  during  the  year,  from  the  sum  assured  under  the  new 
policies  issued  during  the  same  period.  Where  the  department  has 
not  a District  Manager  or  resident  officer,  it  is  customary  to  employ 
the  local  Postmaster.  All  such  Postmasters  are  paid  a commission 
for  any  work  they  may  perform  for  the  Department.  Travelling 
agents  are  paid  strictly  by  results.  Their  remuneration  depends 
entirely  on  the  amount  of  business  they  introduce.  For  all  practical 
purposes  they  may  be  regarded  as  being  on  the  same  footing  as  the 
canvassing  agents  of  an  ordinary  life  insurance  institution. 

The  Department’s  Methods  of  Business. 

The  department  is  conducted  precisely  on  the  same  principles  as 
those  adopted  in  ordinary  life  insurance  offices  in  which  the  profits 
are  divided  solely  amongst  the  assured.  It  is  in  all  respects  a 
mutual  self-supporting  office.  All  expenses  and  taxes  (to  which  the 
department  is  subject  in  common  with  other  life  insurance  offices 
transacting  business  in  the  colony)  are  borne  by  the  policy-holders, 
and  the  business  is  conducted  on  ordinary  commercial  principles. 
All  classes  of  policies  ordinarily  issued  by  life  offices  are  granted, 
the  colony  being  vigorously  canvassed  by  duly  accredited  travelling 
agents.  All  profits  are  divided  amongst  the  assured,  who,  in  addi- 
tion, have  the  guarantee  of  the  State  that  their  contracts  will  be 
duly  met  at  death  or  maturity. 

Conditions  of  Policies. 

The  following  are  the  more  important  conditions  affecting 
policies : — 

Thirty  days  of  grace  are  allowed  for  the  payment  of  all  pre- 
miums. Policies  which  have  not  acquired  a surrender  value,  when 
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the  premiums  become  overdue,  may  be  revived  at  any  period  not 
exceeding  twelve  calendar  months  after  the  expiry  of  the  thirty  days 
of  grace,  subject  to  proof  of  health  to  the  Commissioner’s  satisfaction 
and  on  payment  of  the  arrears  and  a suitable  fine.  Ordinary  policies 
acquire  a surrender  value  after  they  have  been  in  existence  two 
years,  and  in  the  event  of  the  premiums  falling  in  arrear  are  kept 
alive  out  of  the  surrender  value  so  long  as  such  surrender  value  is 
sufficient — after  the  deduction  of  any  loan  that  may  have  been 
advanced,  or  any  charges  that  may  have  accrued — to  cover  one- 
quarter’s  premium.  Any  such  policy  may  be  revived  within  twelve 
months  after  the  exhaustion  of  the  surrender  value,  subject  to  pay- 
ment of  arrears  and  a fine,  and  to  proof  of  health  to  the  Commis- 
sioner’s satisfaction. 

The  department’s  condition  as  regards  suicide  differs  considerably 
from  that  usually  adopted.  Until  recently  the  department’s  policies 
became  void  if  the  person  whose  life  is  insured  died  by  suicide, 
whether  sane  or  insane,  within  twelve  months  from  the  date  of  the 
policy.  This  condition  w7as  thought  to  be  somewhat  illiberal,  but 
the  department  was  not  prepared  to  waive  the  suicide  clause  alto- 
gether, and  it  was  considered  that  the  following  condition  would 
fairly  meet  the  case  : — 

Policies  shall  become  void  if  the  person  whose  life  is  insured  shall 
die  by  suicide,  whether  sane  or  insane,  within  six  months  from  the 
date  of  the  policy;  provided  nevertheless  that  it  shall  be  lawful  for 
the  Commissioner  in  his  absolute  discretion  to  pay  the  sum  assured 
if  he  is  satisfied,  after  careful  inquiry,  that  the  person  whose  life  is 
insured  had  not  at  the  date  of  the  policy  any  suicidal  intention. 

I find  that  the  new  condition  works  well  in  practice.  It  is  suffi- 
cient to  act  as  a deterrent  to  prevent  people  effecting  policies  with 
a view  to  committing  suicide,  while,  on  the  other  hand,  it  does  not 
prevent  the  department  paying  claims  where  there  was  no  suicidal 
intention  at  the  time  the  policy  was  obtained.  Care  is,  of  course, 
taken  to  peruse  the  inquest  papers,  and  evidence  is  obtained  from 
the  canvassing  agent  in  order  to  ascertain  the  circumstances  under 
which  the  proposal  was  obtained.  Cases  in  which  the  policy  was 
effected  voluntarily,  without  solicitation,  would,  of  course,  be  looked 
upon  with  grave  suspicion. 

Surrender  Values. 

Whole-life  insurance  policies  and  endowment  insurance  policies 
may  be  surrendered  after  they  have  been  in  force  for  two  years. 
Whole-life  insurance  policies  or  endowment  insurance  policies  fully 
paid-up  may  be  surrendered  at  any  time  after  date  vof  Issue.  Short 
term  policies  and  other  policies  than  those  mentioned  above  are 
specially  dealt  with.  The  method  or  methods  upon  which  surrender 
values  are  calculated  are  determined  by  the  Commissioner. 

In  lieu  of  the  surrender  value  paid-up  policies  are  granted,  provided 
such  surrender  value,  after  deduction  of  charges  thereon,  is  equivalent 
to  a paid-up  policy  of  at  least  £20.  The  method  of  calculating 
surrender  values  is  that  usually  adopted  in  life  insurance  offices. 
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Progress  of  the  Department  since  its  Establishment. 

The  following  table  shows  the  progress  of  the  department  sine©' 
its  establishment  in  1869  : — 
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Policies  in  Force  as  at  31st  December,  1898. 

The  next  statement  is  a summary  of  the  different  classes  of 
business  in  force  as  at  the  above  date : — 


Class  of  Business. 

Number 

of 

Policies. 

Sums 

Assured. 

Bonuses. 

Annuities 

Assurances. 

£ 

£ 

£ 

With  Participation  in  Profits . 

Whole  life  assurances,  uniform  pre- 

17,425 

4,954,689 

495,970 

. . 

miums 

Whole  life  assurances,  limited  and 

909 

385,984 

88,004 

. . 

single  premiums 

Endowment  assurances,  payable  at 

17,476 

3,593,357 

233,678 

death  or  maturity 

Double  endowment  assurances 

1,162 

299,826 

1,140 

# , 

Joint  life  assurances,  uniform  pre- 

11 

5,200 

295 

• . 

miums 

Survivorship  assurances 

1 

500 

97 

. . 

Annuity  assurances,  temporary  assur- 
ance with  deferred  annuity 

111 

14,700 

167 

5,142 

Annuity  assurances,  whole  life  assur- 

88 

11,100 

131 

4,256 

ance  with  deferred  annuity 

Total  assurances,  with  profits  . . 

37,183 

9,265,356 

819,482 

9,398 

Without  Participation  in  Profits. 

Whole  life  (transferred  from  Temper- 

4 

650 

3 

. . 

ance  to  Non-profit) 

Endowment,  with  return  of  premiums 

287 

34,751 

Temporary  assurances 

2 

600 

. , 

. . 

Investments 

93 

3,131 

• • 

Industrial 

13 

254 

•• 

•• 

Total  assurances  without  profits 

399 

39,386 

3 

•• 

Total  assurances 

37,582 

9,304,742 

819,485 

9,398 

Annuities. 

Immediate.. 

249 

10,437 

Joint  and  survivorship 

7 

550 

Reversionary 

1 

. . 

300 

Deferred,  without  return  of  premiums 

8 

201 

„ with  „ „ 

1 

•• 

20 

Total  annuities 

266 

•• 

11,508 

Total  of  the  results 

37,848 

9,304,742 

819,485 

20,906 

Assets. 

A summary  is  given  of  the  department’s  assets  as  at  the 
end  of  1898,  the  last  date  to  which  the  accounts  have  been  pub- 
lished. The  assets  are  held  in  trust  for  the  policy-holders  insured 
in  the  department,  and  are  specially  “ear-marked”  to  them  by 
statute : — 
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£ 


Loans  on  policies 

541,474 

Government  securities  . . 

827,858 

Municipal  corporation  debentures 

106,781 

County  securities 

1,000 

Harbour  Board  debentures 

42,549 

Town  Board  debentures 

500 

Landed  and  house  property 

120,938 

Office  furniture  (Head  Office  and  agencies) 

3,057 

Mortgages  on  property 

..  1,130,608 

Properties  acquired  by  foreclosure 

19,770 

Outstanding  premiums. . 

37,635 

Interest  outstanding  and  accrued 

41,031 

Agents’  balances 

2,383 

Sundry  accounts  owing 

1,045 

Cash  in  hand  and  on  current  account 

47,735 

Valuations. 

£2,924,364 

Particulars  are  shown  of  the  actuarial  valuations  that  have  been 
made  from  time  to  time  : — 


Date. 


Basis  of  Valuation. 


Assurance. 


Annuities. 


Surplus. 

Cash 

Divided. 

E ever- 
sionary 
Bonus 
declared. 

£ 

12,191 

! £ 

Nil 

£ 

Nil 

73,671 

56,000 

124,552 

242,557 

150,000 

319,391 

232,652 

190.000 

225.000 

j 200,000 

140.000 

144.000 

396,439 

277,268 

257,911 

690,000 

1,375,561 

30  June,  1875 

„ 1880 

31  Dec.,  1885 

„ 1890 

1893 
1896* 


Hm  4Jper  cent, 


Hm  4 per  cent. 


Carlisle  4£  per  cent, 
British  Government 
experience,  1860, 
4 per  cent. 

British  Government 
experience,  1884, 
4£  per  cent. 

Ditto,  4 per  cent.  . 


* The  reserve  of  £81,000  set  aside  on  this  occasion  made  the  standard  equivalent  to 
Hm  3§  per  cent. 


Landed  and  House  Peopeety. 

The  department’s  landed  and  house  property  at  the  larger  centres 
throughout  the  colony  is  valued  at  £120,938.  Such  parts  of  the 
buildings  as  are  not  required  are  let  to  tenants.  The  institution 
owns  large  offices  at  Wellington  (the  Head  Office),  Auckland, 
Christchurch,  and  Dunedin. 


Tempeeance  Section. 

In  July,  1882,  the  department  opened  a special  section  confined 
to  policy-holders  who  totally  abstain  from  all  intoxicating  liquors 
and  desire  to  be  insured  in  the  section. 

The  original  intention  was  to  constitute  a distinct  branch  of  the 
department,  keeping  the  receipts,  expenditure,  funds,  valuations,  and 
profits  entirely  separate.  For  the  first  few  years  the  premiums, 


mi&m 

ftp  j 5 
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H 
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claims,  surrenders,  commission,  and  medical  fees  were  kept  separate, 
but  the  interest  and  general  expenses  were  not  so  kept. 

In  1885,  valuations  of  the  two  sections,  General  and  Temperance, 
were  made  separately  by  the  Consulting  Actuaries  of  the  department 
in  London,  who  apportioned  the  total  funds  between  the  sections  by 
assigning  to  each  section  the  expenses  which  admitted  of  being 
specifically  appropriated,  such  as  commission  and  medical  fees ; by 
dividing  the  remaining  expenses  between  the  two  sections  in  pro- 
portion to  the  premium  income  of  each  ; and  by  dividing  the  interest 
between  the  two  Sections  in  proportion  to  the  average  fund  of  each 
for  that  particular  year. 

The  result  of  these  valuations  was  that,  while  there  was  a sub- 
stantial surplus  in  the  General  Section,  there  was  a deficiency  of 
£2,759  in  the  Temperance  Section.  This  deficiency  was  mainly 
owing  to  the  short  duration  of  the  section,  only  two  years  and  a 
half.  As  a matter  of  course,  no  bonuses  were  allotted  to  Tem- 
perance policy-holders  on  this  occasion. 

Early  in  the  history  of  the  Temperance  Section  there  arose  a 
demand  on  the  part  of  the  total  abstainers  in  the  General  Section  to 
be  transferred  to  the  former  section.  This  demand  was  complied 
with,  and  until  the  end  of  the  year  1888  transfers  from  General 
to  Temperance  were  allowed,  being  limited  to  those  policy-holders 
whose  policies  were  their  own  absolute  property,  and  were  dated 
before  the  1st  July,  1882,  and  also  provided  that  each  policy-holder 
had  been  a total  abstainer  since  taking  out  his  policy.  The  total 
number  of  policies  so  transferred  was  fifty-eight,  assuring  £17,910. 

Before  the  end  of  1888,  however,  when  these  transfers  ceased, 
dissatisfaction  had  arisen  in  the  Temperance  Section  in  consequence 
of  the  results  of  the  1885  valuation.  The  net  surplus  in  the  General 
Section  was  distributed  in  April,  1887,  and  it  was  soon  felt  that  the 
Temperance  policy-holders  were  keenly  dissatisfied  at  receiving  no 
bonuses  at  the  same  time.  This  dissatisfaction  being  very  pro- 
nounced, and  exhibiting  a tendency  to  seriously  interfere  with  the 
business  of  the  department,  steps  were  taken  to  secure  fresh  legisla- 
tion enabling  the  two  sections  to  be  amalgamated,  excepting  so  far 
as  profit  from  mortality  was  concerned.  The  amalgamation  of  the 
two  sections  was  approved  by  the  New  Zealand  Parliament,  and 
was  given  effect  to  by  “ The  Government  Life  Insurance  Acts 
Amendment  Act,  1890,”  which  sets  forth  that  the  amount  of  profit 
from  favourable  mortality  in  the  General  and  Temperance  Sections 
is  to  be  ascertained  separately,  and  divided  exclusively  amongst  the 
policy-holders  of  the  section  in  which  it  has  arisen,  and  that  the 
remaining  portion  of  the  profits  is  to  be  divided,  irrespective  of  the 
section  to  which  policy-holders  belong ; and  at  the.  three  subsequent 
valuations  of  1890,  1893,  and  1896,  a method  of  dissecting  profit 
from  mortality,  approved  by  our  Consulting  Actuaries,  was  adhered 
to. 

The  question  of  the  treatment  of  backsliders  received  careful  and 
-anxious  consideration  in  the  early  years  of  the  Temperance  Section, 
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but  it  was  not  necessary  to  ask  for  declarations  of  total  abstinence 
until  the  first  division  of  profits  among  Temperance  policy-holders 
in  1890.  The  settlement  of  this  difficult  matter  was  finally  effected 
by  the  Act  of  1890,  above  referred  to,  which  sets  forth  that  all 
Temperance  policy-holders  who  fail  to  adhere  to  the  principle  of 
total  abstinence,  except  for  sacramental  purposes,  shall  be  removed 
from  the  Temperance  Section  unless  any  case  shall  be  proved,  to  the 
satisfaction  of  the  Commissioner,  to  have  been  one  of  extreme 
urgency.  Those  so  removed  are  divided  into  two  classes : — 

(1.)  Those  whose  prospects  of  longevity  have  not,  in  the  opinion 
of  the  Commissioner,  been  impaired  through  use  of  alcoholic  or  fer- 
mented liquors,  and  whose  habits  would  permit  of  their  being  insured 
in  the  General  Section  if  they  were  proposing  for  new  insurance ; 
and 

(2.)  Those  whose  prospects  of  longevity  have,  in  the  opinion  of 
the  Commissioner,  been  impaired  through  the  use  of  alcoholic  or 
fermented  liquors,  or  whose  habits  would  not  permit  of  their  being 
insured  in  the  General  Section  if  they  were  proposing  for  new  insur- 
ance. 

Class  (1)  to  be  transferred  to  the  General  Section,  and  Class  (2) 
to  a “ Non-profit  ” Section. 

In  consequence  of  the  Act  of  1890  (referred  to  in  last  paragraph) , 
a special  condition  was  indorsed  on  all  new  Temperance  policies  as 
follows : “In  the  event  of  the  assured  failing  to  abstain  from  all 
intoxicating  liquors  (except  for  sacramental  purposes)  at  any  time 
during  the  currency  of  this  policy,  he  shall  thereupon  be  removed 
from  the  Temperance  Section,  subject  to  the  provisions  of  ‘ The 
Government  Life  Insurance  Acts  Amendment  Act,  1890 ” and  before 
each  distribution  of  profits  a declaration  of  continued  abstinence  is 
required  from  every  Temperance  policy-holder.  Transfers  to  the 
General  Section  in  accordance  with  the  Act  of  1890  are  effected  by 
indorsement,  and  a new  number  in  the  General  Section  is  given  to 
the  transferred  policy.  In  transfers  to  the  Non-profit  Section  the 
number  remains  unaltered.  The  policies  so  transferred  to  the  end  of 
March,  1897,  are  as  follows  : — 


General. 

Non-profit. 

Number. 

Amount. 

Number. 

Amount. 

1891 

216 

£ 

51,025 

10 

£ 

2,150 

1893 

111 

26,239 

6 

775 

1895 

1 

300 

-(1) 

— (300)* 

1896 

151 

32,025 

. . 

1897 

58 

13,172 

537 

122,761 

15 

2,625 

* Transferred  to  General  Section. 
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Of  the  non-profit  policies,  only  four,  for  £650, 
the  others  having  become  void,  thus  : — 


Maturity 
Surrender  . . 
Lapse 
In  force 


1 

2 

8 

4 


remain  in  forcer 
£ 

200 

600 

1,175 

650 


15  2,625 


At  the  amalgamation  of  the  two  sections  in  1890  the  ac- 
counts which  had  been  previously  kept  separate  were  brought 
together. 

There  have  been  four  divisions  of  profits  since  the  inauguration  of 
the  Temperance  Section — in  1885,  1890,  1893,  and  1896.  On  the 
first  occasion,  Temperance  policy-holders  received  no  bonus ; in 
1890,  General  and  Temperance  bonuses  were  equal ; in  1893  the 
Temperance  bonuses  were  slightly  higher ; and  at  the  last  valuation 
in  1896  the  positions  were  reversed,  and  the  General  bonuses  proved 
to  be  on  a slightly  higher  scale  than  the  Temperance  bonuses.  It 
must,  however,  be  borne  in  mind  that  the  numbers  in  the  Temper- 
ance Section  are  still  too  small  to  allow  any  definite  conclusion  to 
be  drawn  from  these  results  as  to  the  future  bonus  prospects  of  the 
two  sections. 

The  following  is  a summary  of  the  yearly  progress  of  the  Temper- 
ance Section  since  its  inception  : — 


Year. 

Policies  Issued. 

Policies  Void. 

Policies  Transferred  to 
General  and 
Non-profit  Sections. 

Number. 

Sum 

Assured. 

Number. 

Sum 

Assured. 

Number. 

Sum 

Assured. 

£ 

£ 

£ 

1882 

472 

111,225 

1 

500 

# 

1883 

998 

204,424 

10 

1,950 

# . 

1884 

842 

197,475 

215  . 

43,945 

1885 

1,112 

225,154 

304 

64,802 

. , 

1886 

1,129 

199,019 

337 

73,773 

# , 

1887 

518 

112,995 

511 

115,778 

# # 

• * 

1888 

383 

91,734 

438 

90,787 

# . 

. # 

1889 

430 

95,146 

301 

63,941 

1890 

400 

89,372 

237 

49,984 

1891 

432 

90,733 

231 

48,963 

226 

53,175- 

1892 

504 

109,359 

176 

37,018 

1893 

657 

137,800 

226 

51,340 

117 

27^014 

1894 

602 

125,035 

262 

48,681 

, m 

1895 

484 

90,175 

229 

52,836 

1896 

482 

88,150 

279 

56,627 

151 

32*025 

1897 

534 

98,300 

171 

33,007 

58 

13,172 

1898 

441 

80,400 

184 

36,241 

•• 

•• 

Total  .. 

10,420 

2,146,496 

4,112 

870,173 

552 

125,386 

12 


Total  policies  issued 
Total  void  and  transferred 


Number. 

10,420 

4,664 


Sum  Assured. 
£ 

2,146,496 

995,559 


In  force 


5,756  £1,150,937 


The  balance  in  force  at  the  end  of  1898  was,  therefore,  5,756 
policies,  assuring  £1,150,937. 


The  Tontine  Savings-fund  System. 

The  first  Tontine  Savings  Fund  was  introduced  through  regula- 
tions, approved  by  the  Governor,  dated  September,  1887. 

This  first  fund  is  now  known  as  “ Tontine  Savings  Fund  No.  1,” 
and  was  open  for  new  policy-holders  to  join  until  the  31st  December, 
1890,  and  for  old  policy-holders  (who  were  allowed  to  transfer  their 
policies  to  the  Tontine  Class  by  indorsement)  until  the  same  date. 
At  the  end  of  1890  the  Fund  No.  1 was  closed  to  new  entrants,  and 
this  fund  will  be  wound  up  at  the  end  of  1900.  In  January,  1891,  a 
fresh  fund,  Tontine  Fund  No.  2,  was  opened  by  regulations  in  the 
same  manner,  and  this  fund  will  be  closed  to  new  entrants  on  the 
31st  December,  1900,  and  wound  up  on  the  31st  December,  1910. 

Each  fund  is  composed  of  whole-life  and  endowment  assurance 
policies,  but  it  is  stipulated  that  no  endowment  assurance  can  be 
placed  in  a Tontine  fund  unless  it  matures  later  than  the  date  upon 
which  the  fund  will  be  wound  up  and  distributed  among  those  policy- 
holders entitled  to  share. 

The  only  difference  between  Tontine  policies  and  ordinary  with- 
profit  policies  is  that  the  bonuses  allotted  to  Tontine  policies  do  not 
vest  and  are  not  negotiable  until  the  winding-up  of  the  Tontine  Fund. 
Tontine  policy-holders  have  all  the  privileges  and  benefits  of  ordinary 
policy-holders,  except  the  right  of  dealing  with  their  bonuses  during 
the  Tontine  period. 

The  Tontine  funds  are  formed  of  the  proceeds  of  the  bonuses  on 
Tontine  policies  which  become  void  during  the  Tontine  period,  to- 
gether with  their  accumulations.  Reversionary  bonuses  are  allotted 
to  Tontine  policies  in  precisely  the  same  manner  as  to  ordinary 
policies. 

Whenever  a Tontine  policy  becomes  void  by  death  during  the 
Tontine  period,  the  full  reversionary  bonus  (including  prospective  or 
interim  bonus),  is  credited  to  the  Tontine  Fund;  when  a Tontine 
policy  is  surrendered,  or  the  surrender  value  becomes  exhausted 
previous  to  the  lapsing  of  the  policy,  the  full  surrender  value  of  all 
allotted  bonuses  (including  prospective  bonus)  is  credited  to  the 
Tontine  Fund. 

At  the  end  of  every  year,  the  bonuses  so  credited  to  the  Tontine 
funds  are  accumulated  from  the  date  of  policy  becoming  void  to  the 
end  of  the  year  at  the  average  rate  of  interest  earned  on  the  general 
accumulated  funds  of  the  department  for  the  year,  and,  at  the  end  of 
every  year,  the  Tontine  funds  as  at  the  end  of  the  previous  year  are 
accumulated  at  interest  in  a similar  manner. 


Government  Insurance  Buildings,  Christchurch, 
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Tontine  policy-holders  are  only  allowed  to  borrow  on  the  face  value 
of  their  policies,  nor  are  they  permitted  to  surrender  their  bonuses  for 
cash,  until  the  Tontine  Fund  to  which  they  belong  is  wound  up. 

On  the  winding-up  of  Tontine  No.  1 in  1900,  and  Tontine  No.  2 
in  1910,  the  respective  funds  will  be  divided  between  the  surviving 
Tontine  policy-holders  whose*  policies  are  in  full  force  on  the  31st 
December,  1900,  and  the  31st  December,  1910,  respectively. 

The  shares  of  profit  so  determined  (together  with  the  bonuses 
allotted  to  the  Tontine  policies  during  the  Tontine  period),  then 
become  the  negotiable  property  of  the  respective  Tontine  policy- 
holders, who  will  be  allowed  to  deal  with  them  practically  in  the 
same  manner  as  ordinary  policy-holders  may  deal  with  their 
bonuses  ; that  is  to  say, — 

(1.)  The  total  reversionary  value  of  the  bonuses  may  be  added 
to  the  policy,  which  then  becomes  an  ordinary  policy  at 
the  original  rate  of  premium  ; 

(2.)  The  whole  of  the  policy  (including  bonuses)  may  be  sur- 
rendered for  the  then  equivalent  cash  value,  paid-up 
assurance,  or  immediate  annuity  ; 

(3.)  The  bonuses  may  be  surrendered  for  the  equivalent  cash 
value  or  immediate  annuity,  and  the  original  policy  con- 
tinued in  force. 

In  Tontine  No.  1,  policy-holders  surrendering  their  bonuses  for 
cash,  and  continuing  their  original  policies  in  force,  are  allowed  the 
option  of  placing  the  policies  so  kept  in  force  in  a fresh  Tontine ; in 
Tontine  No.  2 no  such  option  was  allowed,  as  it  was  not  known 
certainly  that  a new  Tontine  would  be  opened  upon  the  closing  of 
Tontine  No.  2 to  new  entrants  on  the  31st  December,  1900. 

The  position  of  the  two  funds  on  the  31st  December,  1898,  was 

as  follows  : Number  Sum  Assured 

of  Policies  Su^  ^sured  Tontiue  Fund, 

in  Force.  in  * orce' 

£ £ s.  d. 

Tontine  No.  1 ..  3,712  1,033,727  12,644  11  0 

Tontine  No.  2 ..  4,018  963,200  .2,514  11  8 


Total 


..  7,730 


1,996,927 


15,159  2 8 


Civil  Service  Insurance. 

“ The  Civil  Service  Insurance  Act,  1893,”  came  into  force  on 
the  1st  January,  1894,  and  requires  each  officer  (with  certain  excep- 
tions) appointed  to  the  Civil  Service  after  that  date  to  effect  a policy 
in  the  Government  Insurance  Department  providing  for  the  payment 
of  a sum  at  death,  should  he  die  before  sixty  years  of  age,  and  an 
annuity  until  death  should  he  survive  that  age ; that  is,  a temporary 
assurance  ceasing  at  age  sixty,  and  a deferred  annuity  commencing 
at  that  age.  The  officer,  by  paying  an  additional  premium,  may,  if 
he  so  desire,  have  the  insurance  changed  to  a whole-life  one.  Under 
“ The  Civil  Service  Reform  Act,  1886,”  5 per  cent,  was  deducted 
from  the  salaries  of  officers  appointed  after  the  passing  of  that  Act, 
and  accumulated  at  interest  for  their  benefit  on  retiring  from  the 
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service,  or  for  the  benefit  of  their  representatives  in  the  event  of 
death.  By  the  Civil  Service  Insurance  Act  of  1893,  Civil  servants 
appointed  under  “The  Civil  Service  Reform  Act,  1886,”  have  the 
option  of  coming  under  the  provisions  of  the  former  Act,  and  apply- 
ing their  existing  accumulations  to  increasing  the  annuity  payable 
-under  the  scheme. 

Officers  who  have  attained  that  age  which  would  render  it  in- 
expedient, or  impossible,  for  them  to  effect  policies  providing  for  the 
combined  benefits,  may  elect  either  to  have  a 5-per-cent,  deduction 
made,  as  provided  under  the  Act  of  1886,  or  purchase  an  ordinary 
assurance  policy. 

The  policies  under  the  Civil  Service  insurance  scheme  cannot  be 
assigned  or  mortgaged  as  long  as  the  assured  remains  in  the  service. 

Officers  on  retiring,  or  being  dismissed,  are  entitled  to  continue 
tiheir  policies. 

The  annual  deduction  is  £5  from  every  salary  under  £150 ; 
£7  10s.  for  a salary  of  £150  ; and  increasing  £2  10s.  for  each  addi- 
tional £50  of  salary  up  to  £800. 

Regulations  have  been  issued  under  the  Act  setting  forth  the 
benefits,  and  providing  that  the  combined  benefits  shall  only  apply 
to  persons  appointed  whose  ages  do  not  exceed  40  years.  Persons 
appointed  over  40  years’  old  and  under  50  can  select  an  annuity 
commencing  at  60,  or,  provided  they  are  able  to  pass  the  necessary 
medical  examination,  an  endowment  assurance  payable  at  death,  or 
60.  If  the  officer  is  over  50  years  of  age,  he  can  insure  under  any  of 
the  department’s  tables,  on  passing  the  necessary  examination. 

Whenever  the  deductions  increase,  such  increase,  and  the  corre- 
sponding increase  in  the  benefits,  are  indorsed  on  the  policy.  The 
deductions  made  provide  an  insurance  equal  to  a year’s  salary,  as 
well  as  a pension  beginning  at  age  60. 

The  number  of  policies  under  this  scheme  in  force  at  the  31st 
December,  1898,  was  236,  insuring  £34,150,  and  entitling  the  sur- 
vivors at  age  60  to  annuities  amounting  to  £9,288  per  annum. 

Postage-stamps. 

The  department  pays  its  own  postage,  just  as  any  ordinary  life 
insurance  institution.  By  special  arrangement,  however,  with  the 
Postal  and  Stamp  Departments  of  the  colony,  the  Government 
Insurance  possesses  a special  stamp  of  its  own,  the  dies  for  which 
are  retained  by  the  Stamp  Office,  the  stamps  being  supplied  to  the 
Insurance  Department  in  exchange  for  cash  as  required. 

“Life  Assurance  Policies  Act,  1884,”  and  “Life  Assurance 
Policies  Act  1884  Amendment  Act,  1885.” 

As  all  policies  issued  by  the  department  are  affected  by  these 
Acts,  it  may  not  prove  uninteresting  to  give  a brief  summary  of  their 
principal  provisions,  so  far  as  they  relate  to  the  policies  issued  by 
the  department. 
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Assignments  and  Mortgages  of  Policies. 

The  department  is  not  bound  to  receive,  nor  is  it  liable  in  any 
way  to  be  affected  by  express,  implied,  or  constructive  notice,  how- 
ever given,  of  any  trust  (affecting  any  policy)  created  after  the  pass- 
ing of  the  Act.  The  Act  provides  forms  for  assignment  and  mort- 
gage of  policies  both  to  outsiders  and  to  the  companies  (including 
the  department)  issuing  the  policies.  In  the  former  case  the  assign- 
ment is  affected  by  indorsement  in  schedule  form,  as  under : — 


Form  of  Ordinary  Transfer  * 
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The  policy  thus  indorsed  is  left  at  the  department’s  head  office, 
whereupon  the  Commissioner,  if  in  his  opinion  the  transaction  is  in 
due  form,  signs  and  registers  the  transfer,  and  the  policy  becomes 
vested  in  the  assignee,  who  thereupon  becomes  the  holder  of  the 
policy  and  may  thereafter  sue,  as  well  at  law  as  in  equity,  in  his 
own  name  on  the  policy  assigned.  The  receipt  of  such  assignee  is  a 
valid  discharge,  both  at  law  and  in  equity,  for  all  moneys  payable 
thereunder.  If  any  such  assignment  is  upon  any  trust,  such  trust 
has  to  be  effected  by  way  of  declaration  of  trust  by  some  separate 
instrument,  and  no  notice  of  any  such  trust  is  inserted  in  the  assign- 
ment or  indorsed  on  the  policy.  Re-assignments  of  policies  are 
effected  in  the  same  manner. 

The  Act  provides  a special  form  of  assignment  where  the  policy 
is  surrendered  to  the  company  issuing  it.  There  is  nothing  special 
about  the  form.  It  is  merely  an  acknowledgment  of  the  receipt 
of  the  surrender  value,  and  a full  release.  The  Act  provides  a 
special  form  of  mortgage  which  relates  to  loans  advanced  by  the 
department  as  well  as  to  advances  made  by  outsiders.  All  such 
mortgages  have  to  be  executed  by  both  mortgagor  and  mort- 
gagee, unless  the  mortgage  be  to  the  department  or  company 
liable  under  the  policy,  in  which  case  it  has  to  be  executed 
by  the  mortgagor  only.  In  every  mortgage,  not  being  a mortgage 
to  the  department  or  company  liable  under  the  policy  mortgaged, 
certain  covenants  are  implied  and  have  the  same  effect  as  if  em- 
bodied in  the  mortgage.  In  the  case  of  mortgages  to  the  depart- 
ment on  its  own  policies,  other  covenants  are  similarly  implied,  and 
have  the  same  effect  as  if  they  had  been  embodied  in  the  mortgage. 


By  this  form  of  transfer,  an  absolute  assignment  of  the  policy  is  effected. 
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It  does  not  necessarily  follow  that  the  implied  covenants,  both  in 
the  case  of  mortgages  to  the  company  issuing  the  policy  and  to 
outsiders,  are  to  be  rigidly  adhered  to.  There  is  power  under  the 
Act  to  negative  or  modify  any  of  the  implied  covenants,  or  to  add 
others,  provided,  of  course,  all  such  are  duly  embodied  in  the  mort- 
gage deed.  Mortgages  to  outsiders  are  registered  by  leaving  the 
same,  duly  executed,  with  the  policy  and  a certified  copy  of  the 
mortgage,  at  the  head  office  of  the  department ; whereupon  the 
Commissioner,  if  satisfied  that  everything  is  in  due  form,  indorses 
on  such  policy  a memorandum  as  follows : — 


Memorandum  op  Registration  of  Mortgage  on  Policy. 
Mortgage  of  the  within  policy  to  , of  , registered  this 

day  of  , 18  , at  o’clock  in  the  noon. 

Commissioner. 

At  the  same  time  the  following  indorsement  is  made  on  the 
mortgage : — 

Memorandum  op  Registration  op  Mortgage  on  Mortgage. 

This  mortgage  registered  this  day  of  , 18  , at  o’clock 

in  the  noon. 

Commissioner. 

The  certified  copy  of  the  mortgage  is  retained  in  the  head  office  of 
the  department,  and  the  policy  and  the  original  mortgage  are  re- 
turned to  the  person  leaving  the  same.  In  the  case  of  mortgages  to 
the  department  the  same  course  is  followed,  except  that  the  policy 
and  the  mortgage  are  retained  by  the  department.  Any  number 
of  mortgages  may  be  registered  against  the  same  policy,  taking  effect 
and  having  priority  according  to  priority  of  the  date  of  registration. 
Any  mortgagee,  when  he  has  sold  a policy  under  the  power  of  sale 
implied  in  his  mortgage,  may  execute  an  assignment  of  the  mort- 
gaged policy,  adding  words  in  the  assignment  purporting  that  he  has 
sold  it  in  exercise  of  his  power  of  sale ; and  thereupon  all  the  pro- 
visions of  the  Act  relating  to  the  registration  and  effect  of  assign- 
ments apply  to  such  assignment.  The  Act  expressly  provides  that 
in  such  cases  neither  the  department  nor  any  purchaser  from  a 
mortgagee  shall  be  bound  to  inquire  into  the  propriety  or  regularity 
of  the  sale,  or  be  affected  in  any  way  by  notice,  express,  implied,  or 
constructive,  that  the  same  is  in  any  way  improper  or  irregular,  or 
be  bound  or  concerned  to  see  to  the  application  of  the  proceeds  of  a 
sale  by  a mortgagee.  Mortgages  are  discharged  by  a simple  acknow- 
ledgment (witnessed  in  the  usual  manner)  as  follows  : — 


This  mortgage  is  hereby  discharged  [if  discharge  be  only  partial  state  so] . 

Dated  this  day  of  , 18  . 

A.B., 

Mortgagee. 

Signed  by  the  above-named  A.B.,  as  mortgagee, 
in  the  presence  of — 

O.D., 

[Occupation  and  address] . 

Where  such  discharges  have  been  duly  registered  by  the  Commis- 


Government  Insurance  Buildings,  Dunedin. 
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sioner,  the  policy  is  released  from  the  mortgage  to  the  extent 
specified  in  the  discharge. 

Any  person  acquiring  a policy  through  the  bankruptcy  of  the 
holder,  or  under  a will,  or  intestacy,  or  under  a writ  of  execution 
issued  out  of  any  Court,  may,  on  the  production  of  the  policy,  together 
with  the  evidence  necessary  to  establish  his  right  to  such  policy,  have 
his  title  registered  by  the  Commissioner  and  the  policy  duly  indorsed, 
and  such  indorsement  vests  the  policy  in  such  person  fully  and  effec- 
tually. 

Mortgages  of  policies  may  be  assigned  in  exactly  the  same  way 
as  policies.  If  the  Commissioner  refuses  to  register  any  assignment 
or  document,  the  person  desiring  such  registration  may  apply  to  a 
Judge  of  the  Supreme  Court,  w,ho,  after  hearing  evidence,  has  the 
power  either  to  order  registration  or  refuse  the  application.  Regis- 
tration effected  in  pursuance  of  a Judge’s  order  has  the  effect  of 
discharging  the  Commissioner  from  any  responsibility  for  the  conse- 
quences of  such  registration.  The  department  and  all  other  persons 
whosoever  are  not,  except  in  the  case  of  fraud,  affected  by  notice  of 
any  interest  whatsoever  in  any  policy  which  interest  is  not  registered 
on  the  policy,  and  registered  dealings  with  the  duly  registered  as- 
signee or  mortgagee  of  a policy  shall  not,  except  in  the  case  of  fraud, 
be  capable  of  being  set  aside  or  affected  in  any  manner  whatsoever 
by  any  such  notice.  Notwithstanding  the  provisions  of  the  Act  as 
to  registration,  nothing  contained  in  the  Act  operates  as  a bar  to  pre- 
vent a competent  Court  from  enforcing  any  equities  which  may  exist 
as  between  the  parties  to  any  transaction  or  matter  relating  to  any 
policy,  or  any  interest  therein,  or  any  moneys  payable  thereunder. 

In  the  event  of  the  department  keeping  a policy  alive  out  of  its 
surrender  value,  the  Act  specifies  that  all  moneys  so  applied,  with 
interest  accrued  thereon,  shall  be  a first  charge  on  the  policy  and 
the  surrender  value  thereof,  and  may  be  deducted  therefrom  as 
against  any  mortgagee  or  assignee  whatsoever. 

Provision  for  Lost  or  Destroyed  Policies  or  Instruments 

When  any  policy  is  lost  or  destroyed,  or  when  any  instrument 
required  to  be  registered,  or  the  production  of  which  is  in  any  way 
essential  to  registration,  is  lost  or  destroyed,  the  Commissioner 
may,  on  such  evidence  and  subject  to  such  terms  and  conditions  as 
he  thinks  fit,  issue  a certified  copy  of  such  policy,  which  thereafter 
takes  the  place  of  the  lost  or  destroyed  policy,  and  at  the  same  time 
becomes  the  sole  evidence  of  the  contract  made  by  the  policy;  or 
the  Commissioner  may  effect  any  registration  on  such  terms  and 
conditions  as  he  shall  think  fit,  notwithstanding  the  loss  or  destruc- 
tion of  any  such  instrument  as  aforesaid.  Prior  to  the  time  when 
the  special  provision  as  regards  copy  policies  became  law,  the 
department  experienced  considerable  difficulty  in  dealing  with  lost 
policies.  Deadlocks  frequently  occurred,  and  it  was  necessary  to 
obtain  bonds  in  many  cases.  Under  the  present  law,  it  is  my 
practice  to  ask  for  a statutory  declaration  before  a Justice  of  the 
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